Government Support for Pension Savings
During December 2008, a joint professional team comprised of representatives of the National Economic Council, the Ministry of Finance and the Bank of Israel formulated government policy recommendations regarding pension savings in Israel.  In its discussions, the team focused on the ongoing crisis in the global financial markets and the structure of pension savings in Israel.  The team recommended advancing and jumpstarting regulatory processes meant to create a correlation between the age of the saver and the level of risk in his pension savings.  The process will allow a gradual transition to less risky savings plans as one approaches the age of retirement.  Furthermore, the team prepared a recommendation for a plan meant to provide protection (a “safety net”) for a portion of pension savings for older savers who will retire within the next few years.  The Government approved the team’s recommendations on December 14, 2008, and resolved to immediately launch the safety net.
Principles of the Safety Net
For the benefit of the public, we hereby present the principles of the plan.  We hereby clarify that in any case in which there is a difference or contradiction between that which is presented herein and the Government Resolution, that which is determined in the Resolution is binding.

A. Purpose of the Plan – guaranteeing the value of the basic pension allowance for savers who are approaching the age of retirement whose pension savings are significantly exposed to the fluctuations of the capital market, as detailed below.

B. Population Covered by the Plan – a saver is eligible for protection under the following conditions:

a. Was 57 years old by December 12, 2008;

b. The sum total of financial assets, including "pay as you go" pension schemes, pension funds, insurance schemes and provident funds, on the day the arrangement is realized is lower than NIS 1.5 million.

C. Protected savings –

1. For those people whose total pension assets are less than NIS 1,250,000 – the extent of protected savings will be up to the amount of NIS 750,000, with a deduction of half the value of the following alternate financial resources: "pay as you go" pension schemes, "old" pension funds and insurance schemes with guaranteed returns.

2. For those people whose total pension assets are between NIS 1,250,000 and NIS 1,500,000 – the extent of protected savings will be up to the amount of NIS 600,000, with a deduction of half the value of the following alternate financial resources: "pay as you go" pension schemes, "old" pension funds and insurance schemes with guaranteed returns.

3. Protection will be granted to assets deposited in savings institutions which are relatively exposed in the capital market: provident funds, new pension funds and insurance schemes which do not guarantee returns.  Protection will not be provided for savings deposited in a central provident fund, in "old" pension funds and in insurance schemes with guaranteed returns.
4. Protection will be provided only on assets utilized in providing an allowance.

5. Protection will be provided on amounts deposited by November 30, 2008 and will not apply to new deposits.

D. The Scope of Protection – 
At the implementation date of the arrangement, the Government will provide the saver with the positive difference (if one exists) between the following:

1. The value of the pension savings which the saver had when the program was launched indexed to the CPI;

2. The aforementioned savings plus the gross returns attributed to the saver, or the value of the aforementioned savings, linked to the benchmark index, whichever is the higher of the two (in other words: paying the lower difference of the two).
***Using the benchmark index, which will reflect the average gross return obtained by all the retirement funds in the track in which the majority of savings are managed, is intended to prevent the taking of unusual risks at the State’s expense (moral hazard)***
E. Date of Implementation of the Arrangement (Receiving Protection) –
Savers will receive the protection as they reach retirement age or on December 31, 2011, whichever date is later.
F. Special Requirements from age 67 and above -
1. 67-69 year olds and above interested in receiving protection will have to convert the protected sum into an allowance no later than the end of the month during which they turn 70.
2. 69 year olds and older interested in receiving protection will have to convert the protected sum into an allowance no later than December 14, 2009.

G. Eligibility to Withdraw Savings before Implementation of the Arrangement –
One who reaches retirement age before December 14, 2011 and has savings in a capital (non-allowance scheme) retirement fund may withdraw funds after reaching retirement age and before the the implementation date of the arrangement on an annual basis of up to 10% of the protected savings in the retirement fund.

H. Joining the Program –

Joining the program does not require prior notice, and at the  date of the implementation of the protection, the saver will be permitted to decide if he is interested in receiving the aforementioned protection in accordance with the previously detailed terms.
